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EDITORIAL DEPARTMENT NOTE 


The old idea that the chief function of bookkeeping and accounting 
is that of historical record making still persists in many quarters. There 
is increasing recognition, however, of its value as a basis for the deter- 
mination of future policies. The degree to which the information in the 
records is being so used varies greatly in different concerns. This is due 
in the main to two causes, the first of which is the cost of making the 
information available, and the second is the lack of vision on the part of 
accountant and operating executive which prevents him from drawing on 
this large reservoir of information. Accounting systems in many con- 
cerns are being examined and re-vamped today for the purpose of making 
them yield up data and statistics useful for operating purposes. The 
100% use to which records may be put has probably never been attained, 
but the outstanding developments of the present day are all in this 
direction. 

The current lication is a distinct contribution to the literature 
of this subject merits the close and thoughtful attention of our mem- 
bers. The author is A. W. Bass of the Westinghouse Electric and Manu- 
facturing Company. Mr. Bass was graduated from the Chicago Institute 
and Training School as a Doctor of Physical Education. His first work 
was the supervision of the lay-out and equipment of the physical depart- 
ment of the Evanston Y. M. C. A. Here he remained in charge of that 
work for three years, when contacts made with Chicago business men 
attending the gymnasium classes turned his interest in the direction of 
commercial life, and he became associated with the credit department of 
Marshall Field and Company. His real work in accounting began as 

and auditor of the Webster Manufacturing Company, during 
which time some of his activities in graphical statistics came to the atten- 
tion of the vice-president in charge of engineering and manufacturing 
tions of the Westinghouse Electric and Manufacturing Company. 
e began work with this latter company mainly along graphical lines but 
later added to this activities in connection with the cost accounting work 
of that company. In 1920 he became Director of Works Records and 
Statistics, which included direction of the works, accounting activities 
of the various Westinghouse works. He is a member of the American 
Statistical Society, American Management Association and National 
Association of Cost Accountants, being a director of the Pittsburgh 
Chapter of this latter organization. This paper is based on an address 
given before the Buffalo Regional Conference of February, 1926. 


COST ACCOUNTING AS A BASIS FOR SHAPING 
OPERATING POLICY 


This subject has a flavor which particularly appeals to me, 
for it carries with it a distinct breath of the Twentieth Century, 
and one which we cost accountants need to inhale deeply if we are 
to meet the demands of today. 

The last five years have shown a marked acceleration in the 

ge which has been creeping into cost accounting practice, and 
this paper which I have prepared had instead been a product 
of the best thought of all of us here today, it is my belief that 
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were we to pick it up ten years hence it would appeal to most of 
us as a quaint bit of thought from what would then seem a distant 
past. e cost department in some concerns still exists in th 
minds of the management as a sort of decoration which will make 
things look more ship-shape in the eyes of the directors or credk 
tors. Some go a step farther and recognize it as a needed adjune 
for the setting of selling prices; but in the larger organizations 
there is a growing realization that the management is sorely in 
need of guidance and that the cost department properly recon 
structed is the one which can best meet the need. is changad 
attitude to the cost man is a natural outgrowth of the develop 
ment which has taken place in the size of manufacturing units. 

The manager of a small shop can to quite an extent depend on 
his contact with the various operations to keep him fairly in touch 
with matters requiring executive attention, though even in such 
a shop much will be revealed through the study of proper cost ac 
counting records which would never meet the physical eye of the 
manager, were he to spend even a large proportion of his tim 
in the shop. As the organization grows larger, however, the prob 
lem of management becomes more complex, for close association 
with the physical operations is no longer practicable, and unless 
some new channel of information is developed the manager finds 
himself engaged mainly in correcting troubles which have grown 
to unnecessarily serious proportions, because they were not dit 
covered in their infancy. It may be possible for the manager ofa 
relatively small organization to combine the functions of analyst 
and executive, but in the larger units these duties like many others 
must become more and more specialized and the natural function 
to delegate and allocate to the manager is that of the executive 
Who then will take on the analytical study which will feed to the 
manager facts regarding operations, presented in such shape 
will enable the manager to act with assurance? It is in that pos- 
tion I see the cost accountant of the future and it is, in fact, as the 
right-hand of shop management that I see some of them today. It 
is not wholly a vision, it is a growing reality. 

Managers of the type who have grown up through our shops 
in the past have been slow to realize that the gradually added re 
=, have broken many of their old contacts and they have 

oundered on, not quite realizing what their trouble was, but know 
ing only that there seemed to be an over-generous supply of such 
trouble. It is small wonder that their cost departments have nd 
appealed to them as a source of help, when in most cases these d 
partments have been mainly active in compiling figures, the bulk 
of which saw day-light after they were completed, or else the 
were used to “show up” the supervisory force after all opportunity 
had passed for corrective action. The shop supervisor has had 
reason enough to look upon the cost man as either an aen 
pencil pusher, entirely innocuous, or a “gum-shoe’ artist bent @ 
making trou 
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The conditions are right, however, as never before, to start a 
real job of salesmanship for our work. Management is rapidly 
realizing its need of help and cost accountants of a better type are 
realizing that under their control are all the facilities for furnish- 
ing that help. The two are going to come together, but what can 
we do to accelerate this union? 

When I said a job of salesmanship was needed I had in mind 
two commodities which must be sold. The first of these is the new 
mental attitude of the cost accountant. The old wall which usually 
separates the shop and the office will quickly disappear if we suc- 
ceed in selling to shop supervisors the belief that we interpret 
our job as being not one of broadcasting to our superiors the past 
failures of these manufacturing heads, but, rather, that our 

imary purpose is to help the foremen and others to see these 
failures in the early stages before they have assumed a size which 
would justify the manager’s attention. We must chart the course 
through which the ship is to be operated. 

Our second commodity is the vast supply of operating data 
which now rests in our files in undigested form. We have given the 
Management statements as full of facts as an Irish stew is of 
nourishment, but we have taken no pains to make the dish look ap- 
petizing. A good chef will not make his “stew” out of whatever 
meat, gristle, bone, and vegetables may be lying at hand, but 
will make a careful selection which will justify the fancy French 
name with which he finally baptizes it. We, too, must make our 
fering not only more understandable but more attractive. They 
must look more like news items and less like schedules. 

To make our cost data an important factor in the control of 
operations we must present them in a way to meet the particular 
needs of a wide variety of operating heads, ranging all the way 
from the foremen to the general manager. Each stratum of man- 
agement has its own particular interests, determined by its field of 
control and there is no better way of killing a manager’s interest 
im your work than by deluging him with a mass of detailed in- 
formation stich as can profitably be distributed only to shop fore- 
men, or by giving to the foremen broad managerial summaries 
Which offer him no well-defined starting point for improvement. 
Not only must the varying needs of these different supervisory 
groups be separately studied and provided for, but the cost man 
must be prepared to give a certain amount of individual considera- 
tion to the peculiar tastes of specific members of a group. Just 
why the King Tut designs my son prefers in neck-ties fail to stand 
for beauty in my eyes is something I don’t pretend to explain, and 
why one executive prefers his information in straight figures, while 
another may want it in ratio or possibly even in graphic form, is 

a question we may well leave in the lap of the Gods, for 
our first job is to interest each individual in the use of our data 
and, at least to start with, we will win that interest and confidence 
more quickly by adapting ourselves to his preferences than by in- 
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sisting that he adopt our tastes. With confidence once won hig 
later education in a better or more standard form of data will he 
comparatively easy. 

Now what has the cost man to offer for the help and guidanes 
of the foreman? The answer will readily suggest itself when we 
review the foreman’s field of operations. On his shoulders rest 
the responsibility for a proper selection of workmen and their sub. 
sequent training. He must see that labor costs are kept within the 
limits prescribed by the rate department. He must control certain 
of the factory overhead expenses. Altogether, he has a task which 
should welcome assistance of the right sort. It is evident that 
the training of workmen and the holding of labor costs down toa 
minimum are very closely allied and there are various ways in 
which the cost man can place before the foreman a picture of his 
accomplishment, but if our help is to receive the fullest apprecia- 


tion we must avoid generalization and deal as far as ible with 
—— items which the foreman can attack without further 
analysis. 


It is not uncommon in departments handling quantity mane 
facture of a standard product to furnish the foreman with daily 
or weekly costs of individual operations compared with bogie o 
standard costs of these operations. This, at least, indicates a de 
sire on the part of such cost men to make their cost data a factor 
in operating control. The plan, however, does not lend itself well 
to a department in which a wide variety of operations is handled 
and even when applied to a department of standard product it 
gives the foreman only a hint as to the general location of his 
trouble. If an operation cost is running high he is still left i 
ignorance as to the particular workmen who may be responsible 
and even after he has through further analysis located the man o 
men causing the cost excess, he must, unless the men are paid piece 
work, examine still further in order to discover whether the cost 
excess is due to overrunning the time limit or rather to the use of 
a 60c. man on a 45c. class of work. 

All this analysis can be best done by the cost man, but the 
very necessity for so much analysis is an indication that our plat 
of action is fundamentally wrong and that our cost people have 
not as yet come to a full realization that their most impo 
service today is the furnishing of data for operating control. Whe 
this latter goal is made our chief objective, we will no longer 
so much time combining good and bad shop performance into cost 
or statement summaries and then start back over the same roule 
to break down these summaries again in search of the items @ 
bad performance. 

It is these latter items only in which we are interested from 
an operating control stand-point and means must be set up ff 
recognizing and dealing with them before they become merged wil 
other data. Under such a set-up it becomes easy to place before the 
foreman each day the results of his previous day’s operations ® 
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rms which permit him to go directly to the seat of the trouble 
while conditions are still fresh. 

With a time limit and an hourly rate of pay set on each opera- 
tion by the rate department, the time clerk can readily determine 
as time slips are turned in whether or not required standards have 
been met and those representing performance below par ‘can be 
brought to the foreman’s attention in one of the following ways: 


1—An “Excess Cost” slip can be made out from the time card 
showing such information as workman’s name, operation, amount 
of excess cost, and whether excess is due to excess time spent on 
job or to the use of an unnecessarily high-priced man. The ac- 
mumulation of these “Excess Cost” slips can be placed on the fore- 
man’s desk the following morning. 

2—Supplementing slips such as these, some foremen will be 
interested in a running record of each workman by which he may 
see at a glance the rate of improvement of new workmen in par- 
tiular. For this gop many concerns have adopted the black 
and red charts such as advocated by H. L. Gantt. These are very 
diective and comparatively simple to operate, but there is usually 
atendency to continue their use on all the productive workers in a 
department, even after the usual training period, and in my opinion 
they might better be restricted to cover new workers, and only 
inti] such time as these workers are meeting the standards with 
feasonable uniformity. 

8—Still another method of bringing to the foreman’s attention 
the daily departures from standard is in the shape of a depart- 
mental gh such as is illustrated by Chart 1, page 605. This 
fives much the same information as the “Excess Cost” slips pre- 
viously mentioned but has the additional advantage of impressing 
m the foreman the total loss to the company arising from excess 
productive labor of his department as a whole. These losses do not 
tarry home with quite the same force when viewed from indi- 
Yidual “Excess Cost” slips. 


You will-note the variety of causes which may be responsible 
for excess labor costs, and the task of correcting these conditions 
B usually quite sufficient to keep the foreman busy without the 
added burden of first going through an extensive analysis himself 
order to find these definite points of attack. 

. If we supplement this form of report by a chart showing these 

losses in ratio to the total productive labor of the department, 

We have a picture of the rise or fall of departmental efficiency 

iperior to any other form of presentation I know of, since it is 

M efficiency based not merely on time but on the more important 
factor of cost. 

Information of this sort given the foreman enables him to 
lke prompt and effective action on all questions affecting his 

labor costs. 

We have, however, still another important service to the fore- 

Man; namely, guidance on matters relating to overhead control. 
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very ilar to that followed in 
the matter of labor control. These are days when budgeting 
is receiving a great deal of consideration and there is every indica- 
_tion that it will prove to be more than a passing fad. When we 
have set piece work prices or time limits on direct labor operations 
we have in reality been budgeting those items of cost and it is 
through the extension of the same principle to overhead costs that 
we can provide the best guidance to foremen. There has been a 
marked tendency on the part of rate setters to confine their ac- 
tivities to those labor operations intimately connected with the 
fabrication of our product and to neglect all labor clearing through 
overheads. When we consider that in most concerns nearly half 
the pay roll clears through the overhead route, it is readily ap- 
parent that a large field of activity is still open to our rate men. 


Expense labor such as window washing, unloading of com- 
modities like sand, pig iron, sheet steel, etc., removal of turnings, 
sweeping of floors, and many other similar activities lend them- 
selves quite readily to some form of incentive pay and correspond- 

easier control. More and more attention is being given 
to the control and stimulation of supervisory and clerical forces 
through forms of bonus payment and the cost man should take 
an active interest in developments of this sort. It is not necessary, 
however, for us to mark time pending action of the rate men in 
these matters. It is entirely possible for the cost man in conjunc- 
tion with the proper shop supervisors to establish standards on cer- 
tain expenses even though these standards are not used as a basis 
of payment to labor. 


. At the beginning of the month a review of each department’s 
expected load can be made and an estimate secured of the probable 
pl labor. Many classes of expense can then be budgeted, 

somewhat on past relationships to productive labor, while 
others such as sweepers, material handlers, time clerks, assistant 
foremen, tool setters, etc., can be discussed with the foremen and 
included in the budget based on the number of such men as may 
be required. Before issuing the final budget, the cost man must 
assure himself that the total expense represents a figure which is 
satisfactory to the superintendent. With such a budget established, 
covering those items within the foreman’s control, a daily or weekly 
report can be drawn up showing expenditures vs. allowances, for 
the day and period. To foremen who in the past have been obliged 
to content themselves with a monthly statement of their expenses, 
issued usually about the middle of the following month, this daily 
report covering only those items in which they are really inter- 
ested is usually quite stimulating and productive of excellent re- 


In a large company much can be done through carefully 
chosen comparisons of expenses between similar departments. 
Nothing seems to speak so conclusively to a foreman as accom- 
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pet facts in another department, and he will soon be actively 

In ining departments cutting too nse may run 
high on some operations, though the total tool expense of the de 

rtment in relation to its productive labor may not look particu. 

ly disturbing. Analysis has revealed however, that on some 
individual milling or boring operation the cutting tool expense was 
running ten times the direct labor and such cases can many times 
be effectively treated when proper analysis in the cost department 
has brought them to the surface. 

Cost department service to the superintendent must naturally 
concern itself less with detail operations and expenses and more 
with presentations of total cost trends, departmental summaries 
and certain items of overhead expense such as fall beyond the 
jurisdiction of the foreman. While he cannot interest himself in 
the efficiency of individual workmen, he is very much interested in 
knowing with what measure of success each foreman is handling 
the productive labor of the department as a whole. With daily 
a established for the foreman, such as previously outli 
it omes an easy matter to furnish the superintendent a depart- 
mental report such as shown on Chart 2, page 608. This gives 
him the trend of direct labor efficiency in each department and also 
the total value of excess labor for the day, which, as indicated by 
the figures at the bottom, ran approximately $200. If desired, the 
leading causes responsible for this $200 excess can also be indicated 
on the report. It may be that several departments are indicating 
an abnormal amount of machinery in bad operating condition and 
he will be prompted to strengthen the group of mill-rights. Hard 
castings, or other material in an improper condition when received, 
may be causing overrun limits and he draws the purchasing de 
partment into the situation. When he calls in a foreman to dis 
cuss some condition coming under the latter’s control he finds him- 
self talking with a man who has been made aware of the condition 
even before the superintendent knew of it and is prepared to talk 
about it intelligently and possibly make recommendations concern 
ing help needed from the superintendent. 

From the pay roll records, which in many plants fall under the 
supervision of the cost man, may be compiled figures showing the 
averaged fixed and earned rates of the hourly paid workers each 
month. For each incentive e system there is a certain per 
centage of bonus which is considered reasonable for the workman 
to earn in excess of his fixed rate and which constitutes the gen 
goal of the rate man. By establishing the ratio of the average 
earned rate to the average fixed rate, the superintendent cal 
readily see how successfully the rate men are adhering to the 
policy set by the management, though it will be recognized that a 
subnormal bonus percentage may be not the fault of the rate man 
but rather a failure on the part of the foreman to provide proper 


training for the workers. 
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Still another picture having a bearing on the work of the rate 
setters may be given the superintendent from time to time in the 
shape of figures or charts showing what proportion of the time 
spent by hourly paid workers falls under the incentive wage system 
and what part is on an ordinary hourly basis without bonus in 
centive. These figures will often be a considerable surprise to 
— - heads and prompt a more active policy in the setting of 
e limits. 

In these days of standardization of product, most concerns 
manufacture at least a part of their finished product for stock and 
even where this seems undesirable they will often carry stocks of 
parts. The determination of quantities in which such orders for 
stock shall be manufactured is left too often in the hands of a store. 
keeper who is guided solely by the activity of past issues or possi- 
bly prospective demands. This activity may be so low as to result 
in manufacturing orders being entered in quantities which cannot 
be brought through economically and a guide is sorely needed to 
determine the extent to which activity should be ignored in favor of 
manufacturing economy. For that purpose data such as illus 
trated by Chart 3, page 610, will prove of valuable assistance. 

If your rate department has made it a practice to establish a 
time limit for the original set-up separate from the time limit 
covering actual manufacture, it is a simple matter for the cost 
man to determine the cost of making one piece as distinguished 
from the cost of the second piece. ; 

Let us assume, for illustration, that the set-up time is 
hours and the manufacturing time per piece is one hour. To make 
one piece only would necessitate an expenditure of four hours time, 
while the second and each succeeding piece would require only 
one hour each. The relation of first piece time to that of the second 
piece is 400%. The average time for two pieces would be only 
250% of that required for the second piece and so by following 
down the line we readily determine at what point further cost 
reduction becomes comparatively negligible. In case your rate 
department does not separate set-up and manufacturing time 
limits, data similar to the above may be secured by plotting on & 
chart of this character actual costs of orders varying in quantity, 
and by drawing a curve through the median line of these plottings, 
it is impossible to determine the quantity beyond which savings 
become relatively minor. 
The latter form of chart can be put to many other convenient 


uses. 
We all know the marked effect on overhead percentages which 
results from changes in the volume of productive labor from month 
to month. This is, of course, the result of the fixed or semi-fixed 
expenses forming a part of the overheads on which changes 2 
roductive activity have little or no affect. The mere length of 
e month or the injection of holidays may change overhead per- 
centages and it becomes difficult for many superintendents and 
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others as well, to determine when comparing one month with an- 
other how much of the change is due to fluctuation in productive 
labor and how much represents a change in efficiency of control, 
A chart of this character—see Chart 4, page 611—aids in an in. 
telligent comparison of these monthly figures and also in setting 


the overhead budget figures, after the estimated productive labor — 


for the coming month has been secured 


Still another use of this form of chart is its application to 
lines of apparatus rather special in design and usually ordered in 
— of only one or two and with rarely two orders calling 

or the same size. Conditions such as these prove discouraging to 

most rate men and there is a strong tendency to permit the manu- 
facture of such items without any setting of time limits. The 
estimating of costs on such jobs is rendered difficult for the cost 
man and the shop is left without a reliable means of measuring its 
performance. Large generators are an illustration of this type of 
apparatus, and such labor items as machining of frames, spiders 
end plates, bed plates and bearings, as well as painting and as- 
sembling, etc., can be separately set up on a chart of this character 
—see Chart 5, page 612—and used both for estimating and later 
for control purposes as the job goes through the shop. The cost 
man may even succeed in selling to the rate department the idea of 
using such data as a basis for the setting of time limits where 
detail time studies would not seem justified. 


So far we have dealt with the use of costs as an aid in con- 
trolling manufacturing operations. The various forms of aid out- 
lined have not been presented to you as something radically new, 
for probably most of you are already Fs gre some of them to prac 
tical use. It is, however, only as this paper supplements — 
which have gone before and is supplemented by many more w 
will come after that the repeated emphasis on this new realm of 
cost accounting will grad be carried home to the vast majority 
of cost organizations. 


There are doubtless few more active along these lines than the 
groups who gather at these N. A. C. A. Conventions, and yet as 
we view many of our present plans of action, we are probably in- 
clined to consider them as in only an experimental stage, and we, 
too, need the stimulus of further repetition from some new source, 
lest we ease up too much in this campaign for a really construc 
tive cost accounting. It is not because our own enthusiasm some 
times slackens, but rather because of the vast amount of educa 
tion within our own companies which must often precede the in- 
auguration of some of these specific forms of aid. One general 
theme will be recognized as running through most of the features 
of control which have been outlined; namely, a predetermination 
of costs. This predetermination of costs, or the setting up of stand- 
ards by which performance may be measured, is a text on W 
many an article has been written in recent years, and it remains 
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for us now to develop in concrete form the methods by which these 
yarious standards can be best set up and administered. 

In its final form this program of cost control will doubtless 
link in very closely with that other comparatively new member of 
the family which we term “Standard Costs.” This latter we often 
think of as a new method of compiling costs but the future will 
probably find our cost building and cost control methods insepar- 
ably joined. 

There are those who consider that the education of the child 
can start even before its birth and they talk about such things as 
prenatal influence. I am not here to discuss that question for the 
very good reason that you did not ask me to and also that I know 
nothing about it. I believe, nevertheless, that this matter of pre- 
natal influence on apparatus design is one which must be more 
seriously considered as a responsibility of our cost work. We may, 
through methods already outlined, exert a marked influence in the 
matter of controlling costs on items placed in manufacture, but 
there are many classes of merchandise such as machinery and ap- 
pliances on which the ultimate possibilities of low cost manufacture 
depend much on the engineering design finally turned over to the 
shop. Could we, before some of these designs are given birth, cor- 
rect many of the misconceptions as to cost matters which exist in 
the minds of the engineers, a large amount of money might be 
saved which now is spent for special tool equipment consigned to 
the scrap pile soon after manufacture starts, and experience begins 
to develop unexpectedly high cost features which demand changes. 

I said these misconceptions regarding costs often existed in 
the minds of the engineer, but not frequently these mistaken 
notions have been planted there as a result of estimates from the 
cost man which have lacked the thoroughness which is important 
in data used by design engineers. I am becoming impressed with 
wastes which can result from design work unsupported by ade- 
quate cost data and believe it is a situation which will merit 
close scrutiny in many of our organizations. Questions such as 
the relative economy of using pressed steel instead of castings for 
certain applications, the relative cost of additional coring to save 
boring or drilling operations, the effect on machining costs or the 
use of various materials or grades of materials which might be 
optional, the possible substitution of standard materials such as 
hardware or standard sizes in items such as sheet steel where the 
engineer had in mind the use of something rather special and the 
effect of certain features of design on assembly costs—these and 
Many other similar comparisons represent a class of information 
Which should not be left to the mercy of the engineering “hunch,” 
merely because that “hunch” has often proved more reliable than 
the sort of cost data handed them from a bookkeeping type of cost 
Organization. A closer working agreement between the cost and 
engineering organizations will result in a valuable education and 
improvement in the work of both. 
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Still broader fields of analysis are awaiting the entry of the 4 
cost accountant in service to the general manager or those re 
sponsible for the features of more general control. One line of 


roo product may be showing a profit of 25% on the sales dollar, while 
=: an another shows only 5%. Possibly the management is feeling wel] 
fo satisfied with the first and considerably disturbed over the second, 
4 ; when if proper consideration were given to the total invested 
ae capital behind each, their opinions would suffer a sharp reversal, 


Chart 6, page 616, gives the result of one such study and will illus. 
trate the marked difference in investment required to support vari- 
ous lines of product and the corresponding effect on the rate of 
profit which must be earned on each dollar. For the purpose of 
this study a 12% return on investment was assumed as represent- 
ing about the minimum which could be considered as satisfacto 
to cover stock holders’ dividends and also finance a normal gro 
of the business, since average history of industrials indicates that 
about half the profits goes back into the business. It is easy, too, 
to imagine the dubious impression which the profit of 1.6% on sell- 
ing price would leave on many a manager, and yet, showed in 
terms of return on investment, it represents quite as desirable a 
line of product as the bottom one which brings 18.9%. One of the 
interesting things about this presentation was that the line of ap 
paratus demanding the largest profit on the sales dollar was actu- 
a ally showing about .01 instead of the .189 indicated, and a short 
<a time later a reduction was made in manufacturing facilities of 
nearly 70%. 

iy While this last chart warned us of the dangers of too large an 
. a ae investment of which merchandise stocks usually form an import 
a ant factor, there are times when we may well consider the ac- 
ieee cumulation of stocks as an economic measure and our cost files may 

ca contain many a story such as that depicted in this chart. We know 
i a that times of business depression are usually accompanied by lower 
ee, prices for both material and labor, with, of course, the reverse con- 

' 7 dition when business is booming. The effect of these changes on 
apparatus costs are sometimes greater than we appreciate. 
7, page 617, represents actual cost conditions in two adjacent 
periods of high and low activity. When by maintaining a normal 
cs production during these dull periods, we accumulate stock at low 
e costs such as illustrated, we can well afford to incur stock keeping 
charges on them for a considerable period and still show a saving. 
Of course, such a policy can be applied safely only to those designs 
which promise to remain standard through the depressed period. 

A study of the comparative overheads of several plants re 

vealed what appeared to be a very excessive expense in one of the 
plants in such items as shipping, storekeeping, production clerks 
and cost clerks. An investigation showed that all four of these 
excesses were the result of one condition; namely, the fact 
the average customer’s order was relatively small and that in most 
cases manufacturing quantities were based directly on the indi 
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vidual order. While these orders called for a wide range of varia- 
tions in the finished product, the variations were mainly different 
combinations of standard parts. Since the customer usually pre- 
ferred to assemble the parts when received, it was decided to manu- 
facture parts for s and make shipments from the factory in 
stock quantities to agents or district warehouses. As a result, 
shipping expense was reduced through the use of standard pack- 
ages and fewer individual shipments, storekeeping, cost keeping, 
and production clerical work all decreased because of the relatively 
few individual orders handled. 

You may say such a situation should have been recognized 
without prompting from the cost department. I would agree 
with you, but in the same breath express the belief that many more 
like it are waiting to be brought to light by a careful comparison 
of data in the hands of the cost man. A Pennsylvania farmer 
may set out to dig a well and open up a coal mine instead. We, 
too, will often be surprised when we begin a bit of diligent digging 
to see what our spade will turn up; but so it is with much re- 
search work today, and the fact t some valuable discoveries 
are made as incidents to a quest for something else reduces not a 
whit the value of those discoveries but emphasizes rather the 
value of ——— to use more actively what have too often been 
treated as dead bookkeeping records. 

This paper may by this time have proven a bit exhausting to 
many of you, but it is by no means exhaustive as representing the 
varieties of cost service which are already being rendered. There 
is still new ground to be broken in this effort to guide management 
and plenty of opportunity for creative work in a line which has in 
the past been looked upon as “harmlessly clerical,” chiefly because 
we ourselves had practically placed that stamp upon it. 

This association and the individual members within it will be 
most potent factors in making cost accounting a profession to be 
proud of as we gradually reconstruct it and establish it in the 
place awaiting it—the right-hand of management. 
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